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- Defense Debaftméﬁt Sﬁbsidy to Saigon Is Charged
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NEW YORK TIMES

" getting 275 to 410 piasters to
.+ the dollar, thei Defense Depart-

! “was using an exchange rate of

4 1C!
‘ 12% the __South. . Vietnamese
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By JOHN W, FINNEY \
Spectal to The New York Times
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mani?,gn'dns; :
While United States service-
men in South  Vietnam were

ment, according to the report,

118 piasters to the dollar in
its official transactions,

The report suggested that the
‘department had done so as a
way of setting Congressional:
reductions last year in economic’
aid to South Vietnam. The re-
sult, the report said, was a

.7 subsidy to the Saigon Govern-

1 ' plaster.in’ October, 1970, ‘fromi

< ment on the report. L

. .. These ,rates  applied.

' /" Defense Department purchases|,
i of piasters provided. $271-mil-}

§

| exchange rate, had ‘been:
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ment.
A spokesman said ‘the De-
fense Department. had no’ com-

Operation Is Described
‘The 'department’s monetary

operation, according to the. re-|
., port, worked. in the - following
< faghion: .. B

South Vietnam dex‘zalued"'thg

118 to: the dollar to 275, and
again in November, 1971; to 410.
I N to . the
private transactions, suchas
those of United States service.
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in‘the United States mission in
Saigon had: acknowledged that
maintaining the rate at 118
piasters to the dollar, had “had
the effect of a subsidy” to the

°(Saigon Government.

The Defense Department was
not alone in this practice, .ac-
cording ‘to Robert H. Nooter,
the Assistant Administrator for,
Vietnam .in the Agency for: In-
ternational Development.

“Thig was the - official ex-
't~

change Tate 101 all oV :
Qs or

S, NOL_JUSL e,”
MeNooter said.

ed |

Iso -contend
ad D

oLl CRCNANg s
everal OCCasions Over the
last year and. a

ST T MYSt-with the Sen-

men,
local currency.

The Defense Department,
meanwhile, continued to main-
tain an exchange rate of 118
piasters to the dollar, It ‘was
not until last April that the ex-.
change rate for these govern-
ment - to - government- transac-
tions was finally raised. It is

*now 425 piasters)to the. dollar.

" - Congress Not Informed -
_As a fesult, the report said,

lion -in .dollars- for the:South
Vétnamese Government “in'1971,
But ift ‘he Defense Departm

‘creased in keeping with:: the
other rates, the report. added,
\the department,.in’its. purchase
of piasters, could have bought
the same quantity of goods and

o

. services for $116-million.

Lﬂam_f.al::mné the Tow_exchange
umping dol-

te as a way O -
ars INto the oouth Vietnami ge
el

Approved For Release 2002/01/10

exchanging dollars ,fqp “

ent}

¢ department, according o
TepoIt, . not_officially
jnform Congress_that jt-was

i

ate. Appropriations ' Committee
and the House Subcommittee
on Government Operations,” he
said, :

The official explanation for
not- raising the exchange rate
until last April, the report said,
was.the Congressional delay in
passing the foreign aid legisla-
tion for the current fiscal year.

.|But the report. suggested the

increase in exchange rates had
been delayed. as a “further
meang of. offsetting” - Congres-
slonal cuts.in economic aid to
South Vietnam.

Now that the official ex-
change rate.has been raised,

the report said, the Defense
Department is proposing two
new economic aid programs tG
offset the expected reduction in

South Vietnam's dollar earn-
ings.

One is a $50-million economic
support “fund, which South
Vietnam  can use for unre-
stricted foreign purchase of!
goods and services.

Lending Fund Acted

The -other is a $75-million
economic. development fund,
which South. Vietnam can. use
to support lending to private
investors and for . public de-
velopment projects. ’

The two committee staff con-
sultants were. sent to  South
Vietnam to assess the military|-

and political. repercussions of
the North ~Victnamese of-
fensive that began on March 30.
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Senate Study Finds Salgon Regime
Might N ot Survive a Cease-I'ire

~ By Stanley Karnow
Washington Post Stafl Writer

“Two Senate forelgn affairs
specialists recently returned
: ster-

EmthEhnam.mmr.ts.d.xL
day. that the present Saigon

govérnment might not survlve
a_decision by Hanm to accept

affer,

:Eames G. Lowenstein and
jchar .__Moose, members
of sthe Senate Foreign Rela-
tians Commitiee staff. said

at several South
etnamese expressed the v1ew

) .y
fiigt takeover..

Mr. Nixon p;oposed on May
8 to withdraw'all'1}:S.. forces
from Vietnam within four
months if the Communists re-
leased American war prison-
ers and agreed to an “interna-
tionally supervised cease-fire”
throughout Indochina.

The Senate specialists also
reported the overwhelming
consensus of both Americans
and South Vietnamese that
the: Saigon government would
have collapsed during the re-
cent Communist offensive had
it not been supported-by U.S.
m111tary aid and assxstance

yester-
tre at
t‘he-tnemendnu.&.mlmnm.,pf
SMM_QLAMn
suppact raiges doubts about

withdraw.? He sald_ “The
Soith Vietnamese have very
little confidence in: their- ewn
ability to face the future.”

The two committee staff
members reported that Viet-
namese they had interviewed
regarded the possibility of. a
ceaSe-fire with “mixed -emo-
tions.”

On the one  hand, their
study stated, the Vletnamese
voiced “rehef that an end of
the -war might be in sight.”

£

.| political challenge.

(hat [strate the willingness of the

study said, they seemed appre-
hensive that “the subsequent
political turmoil would find
the non-Communist forces so
leaderless and divided” that
an estimated 10 or 15 per cent
Viefcong vote “might consti-
tute the decisive influence.”

. Lowenstein and Moose re-
e | ported that many Vietnamese
feel that South Vietnamese
President Nguyen Van Thieu’s
“inflexible political position”
is preventing non-Communist
elements in Saigon from
.| strengthening themselves to
confront a possible Vietcong

At their press briefing, the
Senate aides pointed to
Thieu’s acquisition on Tuesday
of special emergency powers
aé evidence that he has no in-
tention: of diluting his author-
ity. The bill enfranchising
Thieu to rule by decree for six
months was passed in a rump
session by 26 of South Viet-
nam’s 57 senators.

During their visit to Viet-
nam from May 23 to June 5,
Lowenstein and Moose re-
ported in their study, U.S. Em-
bassy personnel were engaged
in lobbying in favor of Thieu’s
bid for special powers. The
study said:

“American officials argued
that -the granting of emer-
gency -powers would demon-

Vietnamese ‘to put aside poli-
tics' in the interest of unity....

The Senate specialists re-
whigther the TInited States can |ported that American equip-
ment and advisers played a
critical' role in halting the
Commurist offensive that
began.in April.

The study said, for example
that the U.S. Air Force air-
lifted - a total 36,717 tons of
cargo and 128,586 military per-
sonnel between March 31 and
[May - 25, while the South Viet,
namese Air Force airliften?
6,302 tons of cargo and 77,18
passengers during the same
period.

But at the samé time, the
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estimates, the study said, the
South Vietnamese would have
needed a fleet of 229 C-123
cargo aireraft to supply and
move their troops. The South
Viethamese Air Force has 48
such aircraft.

The study further empha-|:
sized that American tactical |!

air support was “the most cru-
cial U.S. contribution” during
the Communist offensive. Be-
tween March 31 and May 24,
the study showed, U.S. aircraft
were flying an average of 169

sorties per day in North Viet- |
nam and 605 sorties daily in|§

South Vietnam.

While there were no ground |3
assaults and only few rocket:

or mortar attacks against U.S.

units during the Communist g
said, {;
American advisers “played a

offensive, the study
critical role” helping South V1-
etnamese troops.

In some cases they
sumed virtual command” and
they were “indispensable in
coordinating air support”, the
study said adding: “No one
with whom we talked, Ameri-
can or Vietnamese, thought
that the South Vietnamese
could have held had there not
been American advisers.”

Lowenstein and Moose also
found that U.S. economie aid is
indispensable to South Viet-
nam, since it offsets the entire
67 per cent of the Saigon budget
devoted to defense expenditures
and provides a significant por-
tion of the rest of the Vietnam-
ese budget. The Senate special-
ists. estimated that gross U.S.
economic assistance in Fiscal
1973 would reach $753 million.

The study reported that
after reductions made by
Congress in the 1972 aid pro-
gram, several steps were taken
‘o maintain Vietnamese
dollar earnings at a high
level.” One of these steps
was a decision to maintain the
rate for official
piaster purchases at 118 to

" |the dollar, which amounted to

According to U.S. military

a subsidy,

“gg. |8
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